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Consumer Credit, the Hope (?) of the Producer 


By Georce Fiuiretti, Px.D. 
Assistant Professor of Business Administration, Columbia University 


Forms of Consumer Credit 


N° LONG, explanatory statement is necessary to define consumer credit. 

Whenever anything is purchased by an individual for direct consumption 
to satisfy a personal want and for which payment is deferred, consumer credit 
is extended. The purchase may be of goods or services upon which full, part, 
or no payment has been made since the buyer may have the purchase applied 
on a charge account, enter into an instalment contract, or borrow from some 
form of loan agency. In the charge account the burden of the credit exten- 
sion is borne by the seller of the article; in the instalment transaction the 
buyer generally makes a down payment and the seller or the finance company 
bears the burden of that part of the sale represented by the unpaid balance; 
in the direct loan the vendor receives the full amount of the sale and the lender 
assumes the burden. The third form is, in fact, a type of instalment pur- 
chase not infrequently growing out of a charge account. In what is generally 
spoken of as an instalment purchase, the purchaser makes his periodic pay- 
ments to the seller or to an affiliated finance company; in this case the pur- 
chaser pays the seller the full amount obtained from a loan agency, and makes 
periodic payments to the lender. Whereas the former is generally the result 
of the purchase of durable goods the latter may be the outgrowth of purchases 
of immediately consumable goods or services, such as food and medical ser- 
vice. These are the three common forms of consumer credit and the subse- 
quent relationships which develop immediately from the extension of credit 
to these purchasers. What are the effects? 
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The Common Criticisms of Consumer Credit 


One of the most common criticisms of any mechanism which makes it pos- 
sible for the consumer to obtain the use of goods before he has earned the 
money with which to pay for them is that extravagant and unwise expendi- 
ture is promoted, temporary over-consumption follows, and thrift is dis. 
couraged. The buyer is said to commit the unpardonable sin of “mortgaging 
future income.” One of the things most feared is the expected effects of 4 
large volume of consumer credit upon the general business situation in 4 
period of recession or crisis. One of the most obvious results of purchase on 
credit is that the cost to the consumer is generally higher than it would have 
been had he been able to pay cash and he is considered irrational for pur- 
chasing goods under such conditions. The fact that some stores offer cash 
discounts seems to support this contention, and since instalment purchases 
generally carry interest and other charges, the evidence is considered coni- 
plete. 


The Fear of Temporary Over-Consumption 


The following illustrative case is the kind that is offered as being all- 
conclusive evidence of the effects of the temporary over-consumption which 
results from the extension of consumer credit. If a person has an income of 
$5,000 a year but purchases, through credit, an additional $1,000 worth of 
goods so that at the end of the year he has consumed $6,000 worth, and if 
he repeats the procedure in the following year, there must follow a period 
when he will need to consume less than his income in order to pay for the 
years of over-consumption. In this instance he would need to limit his con- 
sumption to $3,000 in the third year, or perhaps $4,000 in the third and fourth 
years, in order to pay off the $2,000 excess consumption made possible through 
credit. Since the two years of excess consumption has caused industry to in- 
crease production to meet the increased demand, this inevitable decrease in 
purchasing must result, inevitably, in a decrease in production. Production 
would then fall below what the normal, or cash demand would have been had 
consumption been sustained on the $5,000 level. With this line of reasoning 
disaster is certain to follow in the wake of the extension of consumer credit. 


Modifying Factors in the Actual Situation 


Tne foregoing illustrative case leads to certain disaster because it fails to 
include important conditions which exist in the actual economic situation. 
These may be summarized as follows: 


1. The person who has a $5,000 income in the year in which he purchases 
the additional $1,000 worth of goods on credit and thus stimulates 
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business to a $6,000 production, may have a $7,000 income the subse- 
quent year and may thus be in a position to maintain a $6,000 pur- 
chasing power. 


. The purchase of a $1,000 automobile on credit on January Ist may 


not result in a yearly purchase of $6,000 on a $5,000 income, since the 
buyer may begin immediately to redirect his purchasing, abstaining 
from other things in order to pay for the automobile. At the end of 
the year his total expenditure may be no greater than his $5,000 in- 
come. The fact is that sale on credit may be used as a competitive 
device resulting in a redirection of the consumer income from one 
line of goods to another, resulting not necessarily in the purchase of 
more goods, but in the purchase of different goods. The men’s cloth- 
ing manufacturers, for example, have claimed repeatedly that the 
automobile has been a cause of a relative decline in their business. 


. It is possible that the person who makes a purchase on credit may do 


so and still spend Jess than his yearly income. The credit purchase 
does not prohibit the buyer from saving part of his yearly income al- 
though the usual discussions seem to indicate that he is always up to 
his neck, or over his head, in debt. Also, many of these buyers own 
or have equities in property, carry insurance, own savings accounts, 
securities and other assets, yet they will buy on instalment or borrow 
from the industrial lender. The convenience of paying a few dollars 
each week or each month may appeal to the purchaser as worth the 
extra cost. There are people who will not take money from their 
savings accounts because they feel they will not replace it. They pre- 
fer to leave the money in the bank, borrow from a loan agency, and 
pay a higher interest rate on the loan than they receive on the savings 
account, because of the certainty that they will make the payments 
while they would not replace the withdrawal. 


. It is possible for consumer credit, by increasing the purchases of a 


particular commodity, to increase future purchasing power rather than 
to decrease it. Let it be assumed that the sales of commodity A are 
increased because of the availability of consumer credit, and the in- 
dustry is an industry of decreasing costs ; that is, the larger the quan- 
tity produced the lower the cost per unit. If the output is doubled 
and cost is decreased 25 per cent, new buyers who are brought into 
the market, and all subsequent purchasers, would be able to purchase 
at a lower price. But these results may not stop with A. If in the 
manufacture of this commodity, products B, C, D, A, and F are used, 
each of these is also made under conditions of decreasing costs, the 
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price of these products and goods made from them, would also be 
lower. The resulting demand for labor in the several industries might 
absorb all or part of the unemployed, or the increased demand might 
raise wages. In either event, additional purchasing power would be 
created. If the original purchasers of commodity A are also pur- 
chasers of commodities B, C, D, E, and F, or goods made from them 
their purchasing power will also be increased and they may be me 
position to consume more, rather than less goods. 

The results of the initial increases in demand may be pervasive, reach- 
ing many businesses and touching operations at many points. It is quite 
possible that the later purchasers of article A may pay less for it even 
though purchased on credit than the earlier ones did who paid cash, 
To the extent that an industry is one of increasing costs, or non- 
changing costs, and all the goods produced are made under such con- 
ditions, these results will not follow, but the number of cases in which 
quantity consumption effects economy in the production or distribution 
of goods is a large one. 


Thrift 


All who buy on credit are not “mortgaging future income” since many 
buyers have other resources which they could convert into cash if they so de- 
sired. While many of those who purchase on a charge account, on an instal- 
ment basis, or who borrow from lending agencies, rely upon anticipated in- 
come, and while many of these throw upon society a burden of collection costs 
and bad debt charge-offs, these by no means represent the complete picture. 

There is a tendency to charge all consumers-on-credit as extravagant and 
wasteful spenders, but is there no such thing as extravagant and wasteful 
saving? May society save too much? By consuming less than is produced 
we accumulate capital which enables us to produce still more, but why do we 
want to produce except to consume! Is it desirable to accumulate unlimited 
savings, or may it result in pouring capital funds into industries that are al- 
ready over-equipped, or in making them available for people and industries 
which have little hope for success? Is there such a thing as too much indi- 
vidual saving? Few would advocate that individuals abstain from consump- 
tion except of the food, clothing and shelter necessary to keep body and soul 
together. Capital accumulation might become large under those circum- 
stances but to little purpose. The millions in Europe in whose minds there 
still linger memories of the effects of the war upon the purchasing power of 
life-time savings, will hardly become exponents of unlimited savings. The 
German who had accumulated a small fortune of a hundred thousand marks 
after years of abstinence, only to see his fortune too small to buy him a loaf 
of bread in the period of inflation, would hardly be very strong in his ad- 
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yocacy of thrift. The propagandists of thrift might broaden their scope and 
become, also, propagandists for intelligent spending. There is some point 
which marks the perfect adjustment between saving and consumption, to go 
beyond which, in either direction, is undesirable. True, it may be a moving 
point, changing under changing conditions, but there is such a point. The 
one hundred percenters who believe in the perfection of existing institutions 
may reply that the condition is self-adjusting, that cheap capital results in 
lower costs of production or higher wages and greater consumption, and that 
this resultant increase in demand will later bring higher prices and less con- 
sumption. But the present mechanism, even though it might be granted that 
it is self-adjusting, may have the thrift pendulum swing so far beyond the 
theoretically desirable point that the effects may be disastrous before the re- 
turn swing has been effected. 

What is the desirable amount of savings which should be accumulated 
from year to year? In principle it is an amount sufficient to provide for the 
replacement of existing capital and to allow for necessary expansion and 
progress. How much that is in actual amount is a nice problem, but we are 
living in an age of quantitative measurement and even this, in time, may be 
measured quantitatively. For the present, be it remembered, saving is not the 
only virtue; like spending, it may become a vice. It is not sufficient that 
people know how to save; they should also know how to spend. It may not 
be sufficient that society provide institutions to finance production; it may 
need, also, to provide institutions to finance consumption. The chief dif- 
ficulties faced by such institutions will be that of providing cheap credit and 
low collection costs. The losses from loans to consumers are low; the col- 
lection costs are high, and successful financing of consumption must concen- 
trate upon efficient collections. This arises, not necessarily from the inability 
of the debtor to repay, but frequently because of carelessness and lack of 
facilities for making repayment convenient. 

In credit sales the dealer may still receive cash though the buyer uses 
credit. This happens when the purchaser goes to a company which makes 
loans to consumers and the consumer takes these funds to pay his bills. The 
borrower then repays the lender in weekly or monthly instalments. The ef- 
fects of this are not immediately visible, but they are important. The chief 
purpose for which this particular demand for funds is made is “to consolidate 
debts.” That means, if the borrower has had debts against him in several 
places, or has obligated himself to meet instalments on several articles, he 
may obtain a loan from an industrial lender and pay off all of these debts. 
Instead of five or six collectors calling upon him by mail, telephone, or in per- 
son, and instead of his record being kept by several business houses, one 
agency does the collecting and record keeping. To that extent the cost of re- 
tailing is reduced. The effect upon consumption depends upon what kinds of 
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goods are purchased and the effects of the purchasing upon decreasing Costs; 
the cost of the credit to the consumer ; the types of people to whom the credit 
is extended ; the effects of the goods purchased upon the productivity of the 
purchasers, and the social attitude toward the practice of borrowing for cop. 
sumption. 

The second factor necessary in financing consumption is the extension of 
credit to the consumer at a low cost. The ability and willingness of banks to 
grant loans to an amount several times their capital and surplus has been a 
great boon to the producer and to the distributor. When means are developed 
to lower the cost of credit to the consumer through a similar device, may it 
not prove to be a boon to consumption? The immediate reaction to this will 
be to set up the cry of credit inflation and “over-consumption,” but similar 
cries have been set up at other times and under other circumstances, only to 
have proved later that the fear was unfounded. 


Other Effects of Consumer Credit 


A widespread development of consumer credit will have a wide- 
spread effect upon business operations in their various aspects. Not only 
will production be affected in the way previously discussed in industries 
of decreasing costs, but the redirection of consumption which results 


from the ability to buy on credit will also affect production in other in- 
dustries. Manufacturers of aeroplanes have been quick to take a leaf 
from the book of the automobile manufacturers and are already proyid- 
ing means for financing the sale of their products; the manufacturer of 
motorboats has decided to do the same thing. A new demand for ma- 
terials and a demand for new materials follow in the wake of this redi- 
rected purchasing; changing land values and changing homesites may accom- 
pany it. Capital will flow in new channels, being employed to finance insti- 
tutions to finance the consumer. Personnel management may feel its effects, 
since the credit will place within reach of the worker goods which otherwise 
he would not or could not have purchased, and the higher standard of living 
which he may thus sample may result in a stronger demand for higher wages. 
A larger part of the income may very well go to the purchase of the more 
costly goods. Better selling will then be required since the purchaser is more 
likely to weigh the “pleasure and pain” of ownership when the amount in- 
volved is large, and the sales appeal may need to be placed, more and more, 
upon a basis other than that of price. 


The Effect of the Social Attitude Toward Consumer Credit 


The use of credit for consumption purposes seems to be considered less 
undesirable than it formerly was. Some people even consider it a mark of 
distinction to broadcast the fact that they have charge accounts at certain 








CONSUMER CREDIT, THE HOPE (?) OF THE PRODUCER 81 


stores and there is, apparently, less hesitancy in acknowledging the purchase 
of goods on instalment. One writer has called the latter “the land of digni- 
fied credit.” Perhaps the patriotic buying of Liberty Bonds and the subse- 
quent flood of automobile purchases on this basis are the explanation of the 
new status of the instalment method. Only the direct loan seems not to have 
completely won its spurs of respectability, but this, too, is obtainable through 
agencies which now operate in the full light of day, in prominent locations, 
and under dignified conditions. 

Social status, today, is measured largely by how a man lives; he is worth 
what he has rather than what he earns, or what he knows, or what he does. 
It may be more important for him, therefore, to have a car for which he has 
paid one-third than it is for him not to have one even though his bank bal- 
ance is large enough to buy the car for cash. One must go to Europe if the 
particular strata of society in which he happens to be enmeshed has gone to 
Europe, even though no one knows just exactly why Europe should be chosen 
rather than South America or Asia. With the use of credit no longer con- 
demned the social pressure to mass consumption must stimulate its use. Like 
stock market speculation, it has its good and its evils. Full study and analysis 
are necessary to save the one and eliminate or reduce the other. 

To a considerable extent the sea of consumer credit is uncharted. Even 
the “best minds” differ. Newspaper editors, large employers, and those credit 
specialists, the bankers, differ on the question of the conditions under which 
facilities should be made available to the individual consumer. In answer to 
the question of whether some form of financial institution should provide 
funds to lend to persons who own neither real estate nor securities which 
could be used as collateral, 113 editors and 378 bankers replied in the affirma- 
tive and but 12 editors and 48 bankers in the negative. In answer to a second 
question to determine the reasons for which it was considered such funds 
could properly be used, the varied answers are enlightening as indicating the 
diversity of opinions on the subject. They may be classified in two groups— 
those who believe that the individual should borrow only to meet emergericy 
conditions, and those who believe the funds might be used for practically any 
thing which the consumer might desire. In like tenor a few would extend 
loans on the basis of need, but most of them would make the credit status of 
the borrower the determining factor. It is doubtful whether a similar re- 
sponse would have been received a decade ago. Truly consumer credit is be- 
coming respectable. The time has passed in which its desirability can be 
established by opinion; rather let it be subjected to analysis and its effects 
measured by scientific methods, and thus determine whether to the consumer 
and to the producer it holds out a true or a false hope. 








THE MANAGEMENT INDEX 
Abstracts and News Items 


GENERAL MANAGEMENT 


Purposes and Financial Plans of 
Industrial Reorganizations 


Analysis of the published statements of 
60 industrial reorganizations produced this 
article which deals with causes of reor- 
ganization: voluntary and forced, also the 
principal features of reorganization plans, 
the remedy of present difficulties and pro- 
visions for the future. Financial plans of 
industrial reorganizations show little ten- 
dency toward uniformity: though there are 
common basic features running through 
many of them, details vary in numerous 
ways. Each reorganization presents new 
problems that have to be solved in an 
original manner, the solution depending on 
the relative bargaining position and the 
relative ingenuity of the various interests 
concerned. Harvard Business Review, 
January, 1929, p. 196:1I. 


The Executive Function in Industry 


This paper is a plea for the more general 
adoption of budget control in manufactur- 
ing industry. Its outlines the method of 
making up a budget, and the relations of 
the sales, production, purchasing, and 
financial functions, and their coordination 
through the budget. It also shows how the 
budget may be usesd to expose inefficiencies 
in the operation of an industry. 

The budget is more than a financial 
statement. It is a working tool for the 
chief executive. It can be subdivided as 
regards items of expenditure or items of 
income as finely as desired. When this 
is done, the actual performance of each 
branch of the industry can be checked 


&2 








against the budget and any variation noted, 
This constant checking and comparison of 
expected with actual performance enables 


’ the chief executive to put his finger on any 


weak spot in his organization and almost 
instantly to apply corrective measures 
which, if not applied might eventually 
cause severe losses or injury to the busi- 
ness. The budget is to an industry as q 
whole what production control is to the 
factory. By Robert T. Kent. Address be. 
fore the Management Division of the A. § 
M. E. 2 pages. 


Is Private Management in Its Decline? 


Private executive management is being 
supplanted by engineering executive man- 
agement. Owners and executives who have 
grown up in the business are being sup- 
plemented if not displaced by technical 
staffs or special executives rotated from 
one industry to another by bankers for the 
purpose of setting up new operating stand- 
ards of a high degree of modern efficiency. 
There is a second level on which a large 
number of companies operate. The trend 
started when Stone & Webster, Ford, Ba- 
con & Davis and other large management 
and engineering firms took over the actual 
management of various enterprises. These 
firms gradually extended their reach to ad- 
ministration and even to finance. Very few 
of them have touched the sales and dis- 
tribution end of business until recently. 
Now, however, they are offering a com- 
plete management service, from factory to 
consumer, 
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The reason for this change is that pri- 
yate management has not been equal to the 
strain of the past ten years of advance in 
business technique. It has arrived at the 


point where it must staff itself in line with 
the technical complications of modern-day 
business—or continue to trail along. By 
George Mansfield. Advertising & Selling, 
January 9, 1929, p. 22:2. 


Trends in Personnel Administration 


A survey of outstanding developments 
and trends in selection, training, labor sup- 
ply, research, sales and office personnel 
problems, organization of personnel depart- 
ments, wages and salaries, profit sharing, 
compensation of executives, hours of work, 
vacations for manual workers, pensions, 
stock-purchase and savings plans, insur- 
ance and benefit plans, vocational adjust- 
ment, health and sanitation, safety, service 
to employees, joint relationships, and the 
relationship of the personnel department 
to the organization. By W. J. and E. K. 
Donald. Harvard Business Review, Janu- 
ary, 1929, Pp. 143 :13. 


The Significance of Rationalization 


An alternative view to that expressed 
by Oliver Sheldon in the April issue of 
this magazine. At the World Economic 
Conference in Geneva, 1927, the word ra- 
tionalization was being used by German 
representatives to mean the combination 
and grouping of industrial concerns, and 
by the French representatives to mean 
what is generally understood as scientific 
management. But among the various dele- 
gates this thread of thought was shared: 
“The rational organization of production 
and distribution.” There are many forms 
of management, conducting some or other 
of their activities by the use of science 
and the scientific method, which can hardly 
be included in the phrase “scientific man- 
agement.” Rationalization may be defined 
either as an attitude or as a process. As 


an attitude it implies the belief that a 
more rational control of world economic 
life through the application of scientific 
method is possible and desirable and that 
our economic thinking should be modified 
to this extent. As a process it involves 
application of the methods and standards 
of science to all problems, whatever their 
scale, which arise in the organization and 
conduct of production and distribution. By 
L. Urwick. Harvard Business Review, 
January, 1929, p. 170:5. 


Our Factory Has Only One Customer— 
the Sales Department 


The president of the White Sewing Ma- 
chine Company describes the co-operation 
between their production and sales de- 
partments guided by the budget. When- 
ever a change is contemplated, it is talked 
over jointly by the management, sales and 
production groups. Manufacturing sched- 
ules are therefore held nearly to a dead 
level, with all the benefits in steady per- 
sonnel and lowered costs that this implies. 
Large savings have been made through re- 
ductions in inventory, floor space and de- 
fective parts. By A. S. Rodgers. Factory 
and Industrial Management, February, 
1929, Pp. 242:3. 


No Chance for the New Business? 

The basic requirements for success in 
new manufacturing enterprises was an- 
swered by an investment banker as being: 
adequate capital; managerial, production 
and selling ability that is willing to take 
a chance; a product, which if new, has 
an obvious market or which if old is 
superior; a decent share of good fortune. 
The situation favorable for a new enter- 
prise could be summarized by saying that 
the very factors which help make big 
business bigger, and conditions created by 
the expansion of big business, tend to make 
the road for a new business easier. It 
may be that the reason why there is any 
doubt and hesitation is that it is desired 
to start new businesses off on a big scale, 











84 THE MANAGEMENT REVIEW 


instead of proceeding calmly over a period 
of time by taking market after market, or 
class after class. By Albert E. Haase. 
Printers’ Ink, Jan. 31, 1929, p. 3:6. 


Progress in Industrial Management 

The executive committee of the Man- 
agement Division of the A. S. M. E. con- 
tributes this symposium, which covers such 
subjects as standardization of output and 
equipment, elimination of waste and its re- 


lation to cost, replacement of Obsolete 
equipment in industry, distribution and 
marketing of product, purchasing of equip- 
ment, simplified practice, training of sales. 
men, and their relation to costs of market. 
ing, economical management in industry, 
budgetary control, time study, industrial re- 
search and the efficiency of machinery and 
results. By W. L. Conrad, Chairman, 
Mechanical Engineering, January 1929, p. 
20 :6. 


FINANCIAL MANAGEMENT 


Appreciation As Income 


A gentleman sixty years of age or there- 
abouts who has retired asks for a solution 
of the investment problem of men and 
women situated like himself—without earn- 
ing capacity and dependent upon their in- 
vestments for living income. This article 
sets forth an unconventional plan for a 
maximum living return. 

The investor desires the utmost safety in 
the investment of his principal, but he must 
derive a living income from his investment. 
He is faced atipresent with the difficulty 
of finding securities which will pay more 
than 5 per cent, on capital invested, which 
return he considers barely an “existing” in- 
come. But when money rates are 5 per 
cent, the person who invests in securities 
to yield 6 per cent is sacrificing safety, 
marketability, or something else. High in- 
come usually carries with it the element of 
risk. The very fact that a security gives 
a low return usually sets it apart as either 
very safe or very profitable. The true ob- 
jective of the investor should not neces- 
sarily be “income,” the quarterly dividend 
or interest that comes on his capital, but 
the total “return” that comes, regardless 
whether through the channel of income or 
the channel of appreciation. It should make 
no difference to him how he secures “re- 
turn” so long as his principal is invested 
with the maximum degree of safety. We 
have been taught by lawyers and trustees 


to regard principal as sacred and to confine 
expenditure to income. This is a fairly 
good rule for the ordinary person, but this 
particular investor is asking for expert ad- 
vice. That advice is to invest his principal 
safely so as to secure the maximum return 
regardless of the channel through which 
it accrues, and then to dip into principal 
for the extra amount he needs upon which 
to live. This is far better than to make the 
mistake of dipping into principal uncon- 
sciously, as he will actually be doing if he 
hunts around for high-yield securities and 
is willing to accept the lowered degree of 
safety which will result from such selec- 
tion. By Hazel Freeman. Barron’s, Jan- 
uary 14, 1929, p. 3:2. 


Income First 


In order to obtain a large income the 
idea of placing the highest-grade securi- 
ties on the list must be immediately dis- 
carded. Rather, we must search the in- 
vestment field for bargains in the various 
classes of industries—securities that, while 
not of the highest grade, are reasonably 
safe and yield a fairly high return. Such 
a plan calls for very careful selection and 
the placing of only a limited amount in any 
one security. Diversification must play a 
large part in selection, for diversification 
minimizes risks. Past experiences have 
shown that an investment in a broad list 
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of sound common stocks, rather than in 
preferred stocks, is the best means of pro- 
tecting the investor against changes in the 
purchasing power of the dollar and the 
gradually increasing standard of living. 
The stock market, however, is at the high- 
est peak in its history and yields from 
many sound stocks are extremely small. 
Securities carrying options on common 
stock are a means of helping to overcome 
this handicap. By William Arthur Brown. 
Barron’s, February 4, 1920, p. 3:1. 


How to Handle Depreciation Account- 
ing on the Books 


The methods to be used in the proper 
computation and recording of depreciation 
both for financial statement purposes and 
for cost records, and how these computa- 
tions can be reconciled with the amounts 
allowable by the internal revenue laws, are 
discussed in this article. It is shown how 
the theory for computing depreciation 
upon current replacement values, instead 
of the time honored basis of original cost, 
may be carried into practice with a mini- 
mum of clerical effort. 

Depreciation computed on current re- 
placement values has a distinct advantage 
when used from a cost angle. It enables 
a manufacturer having an old, low-priced 
plant to compute costs on the same basis as 
his competitor across the street, who has 
a new plant built in the last few years. 
The cost of both plants would then be on 
a comparable basis. When costs are on 
such a basis there is less opportunity for 
ignorant price-cutting policies and there 
will be less tendency toward unethical com- 
petitive practices within an industry. By 
Thos. B. Frank. American Machinist, De- 
cember 27, 1928, p. 997 :3. 


The Future Trend of World Money 
Rates 

During the World War the governments 

of all the belligerent powers, requiring 

capital at any cost, offered almost unheard- 

of prices to secure it. As the capital thus 


obtained was used for destructive purposes, 
the early years of peace ushered in a defi- 
nite shortage of world capital in relation 
to needs. The perpetuation of high in- 
terest rates was also rendered inevitable by 
the general economic and political unsettle- 
ment which was a legacy of the war. A 
third factor was the orgy of currency in- 
flation in which certain countries indulged. 
All these influences have been steadily de- 
clining during the past few years. A sen- 
sible lowering of the average level of world 
money rates has already been effected. 
Altogether, barring unforeseeable develop- 
ments such as a future world war, there 
is every reason to look for a slow but 
steady decline in world money rates dur- 
ing the next few decades. Those who con- 
template long-term borrowing operations 
would be well-advised to bear this contin- 
gercy in mind. By Sir D. Drummond 
Fraser, K. B. E. Barron’s, December 31, 
1928, p. 12. 


A Banker’s View on Budgetary Control 


Credit making is an estimate of future 
commercial conditions, of the ability and 
intention of business men to carry out 
their business contracts. There is but one 
way to judge the future, that is, by an- 
alyzing the past. It is absolutely necessary 
that in granting credits the banker make 
a careful and thorough analysis of cur- 
rent economic conditions affecting the par- 
ticular concern which is asking for credit. 
Experience has taught the banker that the 
safest and most accurate information re- 
garding the past performance of a con- 
cern is to be found in the report of exam- 
ination of an independent and reliable ac- 
countant. This report should not only ex- 
plain in great detail such items as the profit 
and loss account, but it should be equally 
explicit in its description of items making 
up bills receivable and merchandise 
inventory. 

Since credit making is based upon future 
commercial conditions, from a_banker’s 
viewpoint budgetary control is important 
in that a well conceived budget should 
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forecast with accuracy the future earnings 
and expenses of the concern. When prop- 
erly functioning, the budget prevents over- 
expansion and the piling up of inventories 
beyond the demands of the business. It 
furnishes the executives with definite plans 
whereby actual performance can be checked 
against estimates. It acts as a barometer 
and provides set danger signals which warn 
against what will happen if certain policies 
are pursued. The properly executed bud- 
get takes care of the two most important 
items of finance, Income and Expense, and 
quickly determines with real accuracy 
whether the concern is going backward or 
forward. The budget being founded upon 
accurate records of past performances 
makes it possible to forecast future prog- 
ress and that is the knowledge which the 
banker must have if he is to intelligently 
pass judgment upon credits which are to be 
used for future operations. By Michael 
H. Cahill. N. A. C. A. Bulletin, Decem- 
ber 15, 1928, p. 475:5. 


Some Advantages of Letters of Credit 

The advantages of the letter of credit 
in contrast to other devices in use by sellers 
to reduce the risks of selling in the for- 
eign field, such as the order bill of lading, 
the place of the letter of credit in short- 
term finance, and the legal-technical phases 
of the subject are discussed. By K. N. 
Llewellyn. The Journal of Business of 
the University of Chicago, January, 1929, 
p. 1:16. 


Uniform Discounts Would Help 
Greatly 


A uniform discount and discount date 
would greatly simplify bookkeeping and 
cut down clerical work. It would enable 
the dealer to systematize more completely 
his own collection system to the end that 
all bills might be paid at a stated period in 
the month. 

The Ford Motor Company, several years 
ago, encountered the problem of a wide 
range in both discounts and in discount 


dates in its variety of purchases. It flatly 
announced a policy of its own of requir- 
ing a uniform discount of 2 per cent on 
the tenth of the month following the date 
of purchase. In many cases this neces. 
sitated a juggling of manufacturers’ quo- 
tations in order to conform to Ford’s ryl. 
ing, but they complied. Ford’s auditors 
now find checking the discounts an easy 
task. 

Unfortunately the majority of dealers 
are not in Ford’s commanding position, 
but if they were to make a concerted de. 
mand there is little reason to believe that 
manufacturers could not be made to see the 
justice of their position. By Harry N, 
Hansen. National Builders’ Supply Bul 
letin, December, 1928, p. 13:1. 


The Subsidiary Corporation—Its Use 
and Abuse 


Several cases with decisions are cited 
and the article concludes in saying that 
self-interest alone imposes the obligation 
of considering the purely social signifi. 
cance of the use of the corporate form of 
organization now at the command of the 
business world. Unless business estab- 
lishes its own censorship, the law may im- 
pose restrictions that will prove irksome 
and perhaps needlessly severe. The abuse 
of the subsidiary corporation merits cor- 
rection. Harvard Business Review, Janw 
ary, 1929, p. 248:6. 


“Back to Dawes,” Germany’s Hope, Fear 


The essential features of the Dawes plan 
are the distribution of the total annual lia- 
bility between particular sources and the 
control by the Allies of these sources. Four 
years ago, Germany resented this as a na 
tional humiliation, but today, the control 
system is discovered to have such material 
advantages that unless the current annuity 
is to be drastically reduced she should 
fight for the retention of control. If the 
distribution of the annuity between sources 
and the control are abolished, Germany 
will have to meet an absolute and unquali- 
fied liability, and should she be unable to 
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meet it she would be forced to declare 
bankruptcy. The absolute, unqualified Ger- 
man debt which it is Germany’s interest to 
avoid is the Allies’ interest to have. The 
Allies, France in particular, want commer- 
cialization. But Germany is not interested 
in commercialization, which by itself would 
neither increase nor alleviate her burden. 
She is interested in the fixing of a much 
reduced annuity; and only if she succeeds 
in that can she willingly dispense with the 
present safeguards and the prospects of 
future relief which are afforded by the con- 
trol under the Dawes plan. By Robert 
Crozier Long. The Annalist, February 1, 
1929, p. 268 :2. 


Allocation of Selling and Administrative 
Expenses to Units Sold 

The inethods used by the Ralston Purina 
Company in the analysis of selling and ad- 
ministrative expenses are presented in this 
paper in some detail. Most of the sales- 
men are guaranteed a minimum salary and 
flat rate allowance for expense with a 
sliding scale bonus for points earned in- 
stead of tons sold, the points varying ac- 
cording to the difficulty attached to selling 
the various varieties of chows. The Dis- 
trict salesman is also on the point basis, his 
quota being approximately 10 per cent less 
than the sum of the quotas given his men. 


OFFICE MANAGEMENT 


Organization: 


Executives Finding Competition Keener 

Rapidly changing conditions and the in- 
creasing competition for executive positions 
resulting from the elimination of such jobs 
by mergers and consolidations seriously 
threaten the future of those executives 
who, through their continued adherence to 
“fundamentalist” principles in their work, 
are not prepared to fit into the new order. 
While it is true that many corporations 
have difficulty in finding just the right 


Since they do not enter into actual field 
selling, the sales-managers’ quotas are on 
the ton basis, designed to secure volume. 
The company has succeeded in distributing 
directly approximately 85 per cent of its 
selling and administrative expenses and in 
prorating only about 15 per cent. The 
salesmen’s salaries, bonus and traveling ex- 
penses are charged directly to proper sales 
territory and on the basis of points to the 
chow departments. Sales office salaries, 
sales and sales office travel, administrative 
and general expenses are distributed among 
the territories and chow departments on 
the basis of tonnages sold. Such items as 
fairs, exhibits, painted signs and newspaper 
advertising are charged directly to the sales 
division benefited but an advertisement in 
a magazine of national circulation is pro- 
rated between the divisions according to 
the magazine’s record of paid circulation 
by states; advertising overhead is distri- 
buted on the basis of points. Since the 
ordinary budget is not flexible enough, 
the company has no budget in the usual 
sense, but it does set standards for the 
unit cost of each activity, and then com- 
pares each division with its predetermined 
unit cost, with its prior performances and 
with other divisions having similar terri- 
tory and problems. N. A. C. A. Bulletin, 
January 15, 1929, 9 pages. 


Job Analysis, Employment, Pay, Tests 


man for important executive positions, yet 
it is equally true that for every such posi- 
tion there are hundreds of men who only 
measure up part way. For the man who is 
alert, open-minded, studious, energetic and 
adjustable there are places not only all 
along the line, but also at the top. For 
the others, who want to get ahead mainly 
on the strength of age, length of service, 
experience and acquaintanceship, and who 
will not read and study, the future has 





88 THE MANAGEMENT REVIEW 


grave possibilities. Among men over 40 
years of age there are three types of whom 
too many will lose out in the era of severe 
competition for executive positions. The 
first is the man who has not increased his 
potential capacities sufficiently to meet the 
increased requirements of his job. The 
second is the man in a position where the 
requirements of the the task have increased 
beyond the man’s potential capacities. The 
third is the man who is following “Funda- 
mentalist” business principles, and who does 
not see the necessity for reading, study, 
lectures, conferences, and personal develop- 
ment in general. W. J. Donald. The New 
York Times, Sunday, February 3, 1929, 
p. 20N, 


What Makes Men Worth More? 

In the Harris Trust and Savings Bank 
the worker’s progress is carefully charted 
and planned. The general philosophy of 
management of this bank is to get the best 
possible raw material available at reason- 
able cost for the jobs in their organization. 
To direct these people into the channels 
where they best fit and train them so as to 
develop the best abilities they possess, and 
finally to let them know pretty definitely 
what is ahead of them, once they have 
taken definite directions. 

This organization has made a point of 
developing young college men to fill re- 
sponsible positions. In the course of this 
experience many ideas commonly held about 
college graduates were found to be falla- 
cious. The first is that they are hard to 


Administration: 


Stop Endorsing Checks—Let a Machine 
Do It 

The following advantages of check-en- 
dorsing machines have led banks both large 
and small throughout the country to in- 
stall them as distinctly superior to the old 
method of hand-stamping: 

1. The sorting department is able to 
check receiving tellers’ and mail tellers’ 
statements of receipts. 2. No checks are 


hold after being hired. Another fallacy js 
that the college man demands @ fancy job 
and a big title right away. He is given 
neither. By Walter R. Bimson. System, 
February, 1929, p. 23:7. 


Positions for High School Graduates 

The personnel director of the Lincoln Na. 
tional Life Insurance Company reports that 
their plan to attract the local high schol 
graduates who had completed their courses 
with the highest scholastic honors has re- 
sulted in large numbers of excellent. appli- 
cants, most of whom demonstrate superior 
abilities as employees. The Journal of Com- 
mercial Education, January, 1929, p. 26. 


Selection of Employees 

In describing the methods used by the 
Northwestern National Life Insurance 
Company, the Vice President says that se- 
lection starts by offering the best working 
conditions to the prospective employee. This 
company has an arrangement with the 
Board of Education whereby only honor 
students are referred to them for employ- 
ment. Job analysis is, of course, a prere- 
quisite for careful selection. The em- 
ployee is interviewed twice by different in- 
dividuals and is selected with reference 
to the general characteristics of character, 
mentality and health, the latter determined 
by a careful physical examination. This 
company has found girl messengers more 
satisfactory than boys. By Dr. Henry W. 
Cook. Life Office Management Associa- 
tion Proceedings, 1928, p. 145 :6. 


Regulations, Supplies, Communications 


“missed.” A check cannot be dropped into 
the machine without being endorsed, 3. 
The endorsement is clear, easy to read, 
without smearing. 4. The operation of 
listing and endorsing at the same time can 
continue to the last minute for clearings 
and transit. 5. After they are endorsed, 
checks are automatically stacked in the 
same order in which they are listed. 6. 
The endorsing machine actually enables 
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the operator to list faster. Instead of hav- 
ing to turn checks completely over after 
each one is listed and then bothering to 
keep them properly piled, the operator turns 
the checks only half way to drop them 
into the machine; the machine stacks them 
automatically after endorsing. 7. Office 
boys who formerly endorsed with hand 
stamps are relieved for other work. 8. 
The noise of hand-stamping is completely 
eliminated. The machine is practically 
noiseless in operation. By W. H. Lyman. 
The Bankers Service Bulletin, January, 
1929, p. 5:3. 


Mail Is the Pulse of Business 
The president of the Foote Bros. Gear 
and Machine Co. follows the unique method 
of getting down to his office early enough 
each morning to pass over his desk all 


Training and Education: Schools, 


Training Employees in Customer 
Relations 


In an investigation made by a group of 
gas companies, to determine what their 
customers thought of them it was found 
that the impression left by personal con- 
tact with employees was twice as strong 
as all other factors combined in determi- 
ning the customer’s estimate of the service. 
That is, the impression left by contact 
with meter readers, collectors, fitters, tele- 
phone clerks, receivers and so on, was 
twice as important as the promptness, de- 
pendability, efficiency and all around physi- 
cal quality of the service itself. 

It then follows that proper training of 
the employee is the key to the right type 
of employee conduct. The first step was 
taken by means of a survey disclosing how 
employees were actually handling the pub- 
lic. Then a series of six lectures was an- 
nounced at which the findings of the sur- 
vey were to be disclosed, mistakes cited 
and suggestions for improvement made. In 
connection with the lectures -individual 


the outside and interdepartmental mail, be- 
fore the general opening of the office. 
Every salesman’s letter comes direct to 
him and he knows just how the men in the 
various territories are reacting to compe- 
tition and prices. Not only company mail 
passes over his desk but every purchase 
order, every inquiry, every quotation made 
by the estimating or sales department. 
Every purchase contract, after being signed 
by the purchasing agent, must have the 
approval signature of the president as 
well. 

Department heads are given monthly 
bonuses, graded according to the size of 
the department, of from $50 to $100 or 
more if production is maintained and ex- 
penses are kept within the budget. Based 
on an interview by H. P. Gould with W. 
C. Davis. Management, Feb., 1929, p. 
35211. 


Libraries, Employee Publications 


analysis charts were used which uncovered 
the weaknesses of each individual and 
showed him how to correct them. De- 
partment and division heads were given a 
definite method of checking the perform- 
ance of their employees on matters which 
had been covered in the course. By C. E. 
Michel. N. E. L. A. Bulletin, February, 
1929, p. 101:4. © 


Company Library Established for 
Benefit of Factory and Office 
Workers 


The library of the Toledo Scale Com- 
pany was inaugurated less than a year ago 
and has developed very rapidly, including 
now nearly one thousand volumes. It is 
a circulating library and has been estab- 
lished for the benefit of both office and 
factory workers. The selection was made 
from one hundred and forty employees’ 
suggestions, with the result that the most 
popular books have been made available. 
To facilitate the circulation of books small 
bookstands are conveniently placed at both 
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the factory and office entrances. One of 
the service features of the library is the 
routing of marked copies of magazines to 
the different departments. The Toledo 
System, Jan. 15, 1929. 


Sixteen Points by Which to Check Your 
“Conference Technique” 


These points should help any conference 
leader to make his meetings more effective. 
The Industrial Executive, January, 1929, p. 
30:1. 


Organizing the Special Library 

The first step in organizing the special 
library is the consideration of its exist- 
ing size and volume, and its future ex- 
pansion. Cost-keeping should be started 
with its installation, as it will make for 
interesting comparisons and later act as 
a check on whether the scheme warrants 
upkeep in the use given it as against its 
maintenance expense. A separate place 
in the accounting system should include in- 
formation on publications purchased and 
subscribed to, cost of equipment and sup- 
plies needed. Books, trade journals and 
periodicals are best stocked on open shelves 
in a dry, light and reasonably warm room, 
and with air circulation around the stacks. 
They should not be tightly crowded on 
the shelves. A suggestion box in the spe- 
cial library may prove to be a very useful 
adjunct, for comments from users as to 
possible improvements in upkeep and ser- 


vice. It will also be found useful to make 
a monthly typed list of newly purchased 
publications, with a brief review of each 
one, and distribute a copy to each depart. 
ment in the organization. By R. Amory, 
The Office Economist, February, 1929, p, 
72. 


Development of Employees 


The manager of the planning and per- 
sonnel department of the American Cen- 
tral Life Insurance Company describes 
their experience in training employees, He 
quotes the six steps necessary in teaching 
a job to a clerk, from Mr. Leffingwell’s 
pamphlet “The Office Supervisor’s Part in 
Training” (published by the American 
Management Association), and then out- 
lines their application to the training of a 
file clerk. 

Any discussion of the training subject 
would be incomplete without emphasizing 
the necessity for the proper selection of the 
people who are to be trained, the placement 
of the people selected in the work for 
which they are best fitted, the development 
of an equitable method of compensating 
the workers according to the relative value 
of the work which they perform, with 
proper incentives to encourage maximum 
production, and the provision of the best 
possible working conditions. By H. C. 
Pennicke. Life Office Management Asso- 
ciation Proceedings 1928, p. 150:8. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, Wage Theory, 


Immigration 


Organization of Cartels Shows Progress 
in Hungary 

There are in Hungary about 100 cartels 
at present time. New cartels constituted 
in the country during 1928 were the fol- 
lowing: Agricultural machines, bleaching, 
brooms, checkered textiles, commercial 
castings, construction iron, ccpper wire, 


cotton wool, enameled ware, hobnails, iron- 
girder, iron shutters, needles, oxygen, 
screws, steel castings, stove pipes, tinware 
(cans) and wire ropes. 

The greatest number of cartels has been 
instituted by the iron industry. The com- 
mercial castings cartel has 30 members, the 
steel castings cartel is under the leader- 
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ship of the Waggon Works at Gyor. The 
agricultural machine cartel is composed of 
the Hoftherr and Huehne concerns. U. S. 
Daily, Feb. 9, 1929, p. 1. 


The World’s New Economic Era 


We are in a new era, an era of eman- 
cipation from such absurd economic the- 
ories as that of the existence of a “wage 
fund,” out of which labor was to be paid, 
a theory responsible for long, destructive 
strikes, in which the productive power of 
both labor and capital were wasted. The 


modern discovery is that the higher the 
general rate of wages, the wider, and bet- 
ter the market for the product. The no- 
tion of an irrepressible conflict of interest 
between Capital and Labor has likewise 
been found to be nonsense, and has been 
replaced by a very real appreciation of the 
harmony of interests. A better compre- 
hension of economic truth is setting men 
free from serfdom to economic supersti- 
tions. An Interview with J. Theus Munds, 
by Stephen Bell. Commerce and Finance, 
January 2, 1929, p. 15:1. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores, Safety 


Why Our Cafeteria Makes Money 

Investigations show that most company 
cafeterias lose money even when no rent 
is charged to them, but the Jantzen Knitt- 
ing Mills cafeteria now shows a profit and 


is building up a surplus. About eight years 
ago it was decided that since the em- 
ployees were the ones to benefit from the 


Training and Education: Schools, 


Publications, Bulletin Boards 


Give the Indifferent Worker a Second 
Chance 


The labor training department of the 
Goodyear Tire and Rubber Company has 
three functions: training new labor, re- 
training old and efficient labor, or equip- 
ping men in one department to handle jobs 
in another, and relocating misfits. From 
December, 1927, to January, 1928, produc- 
tion was increased from 42,000 tires a day 
to 63,000 tires a day. This was accom- 
plished with a minimum of hardships and 
interruption to routine. After nearly two 
years, savings by the labor training divi- 
sion are apparent. Men are put to work 
sooner. Training methods are standardized, 
making the work more uniform and the 
product better. By Clifton Slusser. Fac- 
tory and Industrial Management, February, 
1929, p. 253:3. 


cafeteria, they should take over the re- 
sponsibility of running it, and in case of 
profits, these should be applied to better 
food or equipment or reduced prices. The 
rules are given which have covered all of 
the cafeteria club’s operations and which 
have turned it from a losing venture into a 
positive money-maker. By E. M. Beamer. 
System, February, 1929, p. 52:3. 


Libraries, Apprenticeship, Employee 


Hawthorne Evening School to Award 
Scholarships 


The Hawthorne Club evening school is 
setting aside a fund of $300 to provide four 
scholarships for students in attendance dur- 
ing 1928-1929. The scholarships are open 
to all students who were enrolled for the 
semester that ended December 14, and who 
are also enrolled in the present semester. 
Each scholarship provides $75 to be applied 
on tuition in any standard outside evening 
school selected by the student, who will 
be required to pay one-fourth of the tuition 
costs himself, as an assurance that he 
values the opportunity. The awards will 
be made by a special committee on the 
basis of three qualifications—scholarship, 
class attitude, and capacity for future de- 
velopment. Western Electric News, Janu- 
ary, 1929, p. 11:1. 
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Training the Executive to Train 
In Waterbury, Connecticut, the Y. M. 
C. A. is giving a course to factory fore- 
men which aims to show the foreman he 


must not only know his job thoroughly but 
must also know enough of the psychology 
of teaching and learning to be able to pass 
on his ideas and projects effectively to the 


Benefit Systems and Incentives: 


Profit Sharing, Wage Plans, Suggestions, Stock Ownership 


A Well-Tested Bonus Plan 

The bonus plan in use at the Moock 
Electric Supply Company is based on the 
actual amount of pay drawn, not on the 
rate of wages. This is done to encourage 
regularity of employment. The bonus rate 
to be paid under the plan begins at 4 per 
cent of each employee’s actual earnings after 
the first year in service, and increases one- 
half of one per cent each year until it 
reaches the twelfth year. After that it is 
on a straight 10 per cent basis. Babson’s 
Reports, February 18, 1929, p. 4. 


Insurance System to Aid Unemployed 

In speaking before the subcommittee of 
the Senate Committee on Education and 
Labor investigating unemployment Dr. 
John R. Commons of Wisconsin Univer- 
sity said that unemployment insurance is 
expected to induce employers to regularize 
employment, induce employees to co-oper- 
ate in increasing efficiency and stimulate 
the co-operation of employers and manu- 
facturers in establishing free employment 
agencies. U. S. Daily, Feb. 9, 1929, p. I. 


Old Age Pension for Gum Workers 

A new bond pension system for elderly 
workers, using the principle of a deferred 
life annuity, has been worked out after 
five years’ scientific research. This be- 
came known when T. H. Blodgett, Presi- 
dent of the American Chicle Company, an- 
nounced that his Board of Directors has 
adopted the new plan for employees in their 
Dentyne and Chiclet factories in Long 
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man below him. The course was Orig- 
inated and outlined by Walter S. Berry, 
who gives the course at the Scovill Many. 
facturing Company. He says that only 
when foremen are convinced that there js 
a science, the technique of which will help 
them, will they set to work to acquire 
facility in the use of that technique, 
Waterbury Republican, Dec. 16, 1928. 






Group Insurance, Pensions, Vacations, 


Island City and their Chicago and San 
Francisco plants. 

The plan uses a new type of pension 
bond yielding a monthly income of $1 
per unit beginning at the age of 65. The 
plan distributes from one to five bonds per 
year of service according to the em- 
ployee’s salary class. The maximum an- 
nual cost to the company of this plan is 
estimated at 17-10 per cent of its payroll 
during the first ten years, and thereafter 
I 2-10 per cent, while the average cost to 
the employee of this fifty-fifty retirement 
plan is about 5 per cent of his salary. 

The plan has two main features: settle- 
ment of the problem of accrued liability, 
and ability to show maximum yearly costs 
of the service for all future years. The 
two big obstacles to the pension system 
have been the large initial cost, and that 
future costs were both uncertain and 
mounting. Under the new plan the future 
retirement income which an employee buys 
in the form of pension bonds is stated in 
definite amounts and his instalment de- 
posits also are leveled for five-year periods. 

The plan also installs a budget which 
automatically will charge off to operating 
expense the pension liability arising out of 
each year’s operations, make refunds for 
labor turnover and determine net cost each 
month. This means we are prepared to 
demonstrate that group pensions can be 
operated just as group insurance now is, 
and like group insurance, at small expense. 
N. Y. World, February 15, 1929. 
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Shop Organization: Planning, Methods, Job Analysis, Standardization, 


Waste 


We Didn’t Build—— 

Says the Treasurer of the French Bat- 
tery Company because mechanical handling 
enabled us to treble production in the same 
manufacturing space. But there are points 
where production is not great enough to 
warrant the expense of installing a con- 
yeyor. This mechanical handling system 
has also lowered handling costs, reduced 
idle time and a greater uniformity of 
product has resulted due to the more sys- 
tematic flow of materials. By D. W. Tyr- 
rell. Factory and Industrial Management, 
February, 1920, p. 280:3. 


Fancies Made Facts 

The story of the miraculous expansion 
of the Grigsby-Grunow Company (radios). 
Steady mass production, planned with ex- 
treme care, checked hourly in each depart- 
ment, with inspectors and testers at 292 
different stages in the making of each 
radio set is responsible for the speed in 
which the product is finished. Sometimes 
material comes into the shops and within 
two hours is loaded on the cars again 
ready for shipment. Practically no item 
is kept in an unfinished state more than 
two days. The freight car is the end of 
the production line. The sets are sold in 
carload lots to dealers, obviating salesmen, 
but a sizable staff of field men travel all 
over the country, speeding up purchases, 


foreseeing and preventing threatened de- 
lays in raw material deliveries. Factory 
and Industrial Management, February, 
1929, p. 256:3. 


Material Control 


The basic principle back of the Stutz 
Motor Car Company’s method of material 
control is the maintenance of a minimum 
inventory so as to secure maximum turn- 
over. This is done by timing delivery on 
purchases so that stocks will be received 
to meet current production schedules which 
are based on frequent sales forecasts. The 
procedure is explained in detail. By L. A. 
Baron. N.A.C.A. Bulletin, February 1, 
1920, p. 687:12. 


Centralized Lubrication 


How the Fisher Body Corporation, Divi- 
sion of the General Motors Corporation, 
attacked the problem of securing adequate 
lubrication. Positive and regular lubrica- 
tion has resulted in almost completely elim- 
inating bearing failures. With an expendi- 
ture never exceeding 4 per cent of the cost 
of the machine, this plant has saved thou- 
sands of dollars in material and replace- 
ment costs in a single year. Equipping 
machines, especially large ones, with good 
lubricating devices will also result in fewer 
accidents. American Machinist, Feb. 7, 
1920, p. 234:3. 


Rate Setting: Operation Study, Time Study, Motion Study 


Central Time Study Departments 
Formed 


In centralizing their time study depart- 
ments the American Optical Company says 
among other things in its house organ: 

Time study is not new. It is common in 
many progressive plants. It is very useful 
to any manufacturing business, because it 
substitutes reliable knowledge for guessing. 
It has three uses. 


1. It finds a normal standard time for 
completing each job. Knowledge of stand- 
ard time accurately set allows the Com- 
pany to plan and schedule its orders better 
and, therefore, give customers better Ser- 
vice at less cost to itself. 


2. It gives operators a goal to aim for 
and a challenge to surpass it. It tells them 
what the reasonable standard is for éach 
task. Without time study they could fot 





94 THE MANAGEMENT REVIEW 


know what a normal stint would be, un- 
less several skilled and interested operators 
could be found to compare with. Stand- 
ards, set by time study, therefore, make 
daily tasks interesting. 

3. If the time study is also used as the 
basis for wage rates, as it is in our case, 
it ensures greater fairness in wages. This 


Research and Experiment 


Scientific Research 


Under a provincial statute enacted last 
spring the Government of Ontario has pro- 
vided for the establishment of a corporation 
to be known as the Ontario Research 
Foundation for the carrying on of scien- 
tific research. The chief objects towards 

sich this research is to be directed are 
che improvement of methods in agriculture 
and industry, the better utilization of the 
natural resources of the province, and the 
elimination of disease and waste. This 
work is the direct outcome of the realiza- 
tion during the War that Germany had 
secured a great advantage over the Allies 
through the scientific research which she 
had encouraged, and of which up to that 
time she may be said to have had almost a 
monopoly. The Chronicle, January 11, 
1929, p. 47. 


Industrial and Commercial Research: 
Functions, Finances, Organization 
This study analyzes the functions and 
methods of practically-directed research— 
not only the strictly scientific sort but the 
more nearly routine types of systematic 
development of products and methods, as 
well. Apparently over one hundred mil- 
lions of dollars are now spent annually by 
American business for such work. Stand- 
ard budgets based on expenditures of vari- 
ous companies for research and develop- 
ment are not yet available, partly because 
terminology is not yet uniform. A few 
examples are given, such as the annual 
outlay of Rowntree and Company, Limited, 


is partly because one judgment is used 
instead of twenty, and partly because such 
wages permit each operator to raise his 
own pay automatically as his skill jin. 
creases, without having to persuade the 
boss that he is worth more. Avmericay 
Optical Life, Vol. XII, No. 4, December 
1928, p. 5:1. 


estimated at about 1.2 per cent of net 
sales, and that of Leeds and Northrup 
Company, which has approximated 3 per 
cent during the past ten years. 

On the basis of this study, the following 
conclusions seem justified: 

I. How much money an individual firm 
may prudently spend on research depends 
upon such factors as its size, scope of 
operations (integration), and educational 
needs, as well as upon the co-operative re- 
search services available. 

2. Companies carrying on numerous 
types of business have special inducements 
to undertake research work because their 
fields of possible applications of scientific 
discoveries are relatively large. 

3. Consolidations seem not to have been 
much influenced by gains expected from 
centralized research, but they probably will 
be in the future. 

4. Co-operative arrangements are in- 
creasing rapidly. One of these, the or- 
dinary consulting relationship between 
commercial laboratory or practitioner and 
client, has some special advantages where 
secrecy and unrestricted ownership of re- 
sults is essential. The universities and 
government departments, which often pos- 
sess superior equipment and personnel, are 
also co-operating with individual business 
in many ways, for example, through the 
fellowships maintained by various firms. 
Large and limited trade associations, too, 
support fellowships, maintain laboratories, 
and exchange statistical data for business 
research. Small concerns may find this 
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development a means of survival, but thus 
far large ones seem to co-operate better 
than small. 

5. The difficulties of measuring returns 
from research are partly diplomatic. Re- 
search people have to avoid antagonizing 
the operating personnel by seeming to claim 
too much credit for savings due to im- 
proved methods. Some degree of measure- 
ment, however, is often practicable. 

6. Organization of research involves 
problems of selecting, training and stimu- 
lating the workers in this field, and of 
making research organs assist in the train- 
ing of experts and executives as well. But 
the matter most considered here is cen- 
tralization. Complete centralization of re- 
search and development, of all kinds and 
degrees is very rarely found, but some 
tendencies are working in this direction. 
Engineering and technical laboratories are 


frequently under the jurisdiction, not of 
the production manager, but of a special 
director; and commercial research, too, is 
often supervised by a chief who reports to 
the president. All research has something 
in common: the questioning spirit, and the 
use of basic statistical and historical meth- 
ods. Some central services may well be 
advisable, as is the case in office and per- 
sonnel management. But, as the major 
executives become increasingly familiar 
both with the necessity of continuous plan- 
ning for progress and with research meth- 
ods, each may be held increasingly respon- 
sible for progress within his own depart- 
ment, organizing for it in his own way, 
subject to central services and criticism. 
Something of the research spirit can per- 
haps be conveyed to all workers high and 
low. By Z. Clark Dickinson. Michigan 
Business Studies, No. 10. 67 ages. 


MARKETING MANAGEMENT 


Forecasting and Planning as a Factor in 
Stabilizing Industry 


It was in 1921 that General Motors be- 
gan to accumulate information regarding 
its retail sales. The two aspects in con- 
nection with these activities are designated 
the statistical and the constructive aspects. 
The statistical efforts are directed towards 
ascertaining the facts bearing upon future 
consumer demand. The constructive ef- 
forts are directed towards improving the 
probabilities. Both of these efforts go 
hand in hand, and the final forecasting is 
based upon their dual operation. On the 
twenty-fifth of each month a complete 
forecast is submitted by each of the divi- 
sions for the current month and three suc- 
ceeding months, which includes a forecast 
of retail deliveries by dealers. There is 
also complete information as to actual re- 
tail deliveries, by months, in the past. The 
accumulation of these records of retail de- 
liveries by dealers, covering a number of 
years, and the analysis of state registra- 


tion data, have given General Motors a 
very good means of appraising the ordinary 
characteristics of their business. The term 
“divisional indexes” is given to the twelve 
months’ estimates to distinguish them from 
forecasts. By Donaldson Brown. Sales 
Management and Advertisers’ Weekly, 
January 26, 1920, p. 181 :4. 


17 Questions for the Embryonic Ex- 
porter to Ask Himself 

The somewhat detailed answers to these 
17 questions show the folly of overesti- 
mating the importance of certain factors 
in foreign fields and undervaluing others. 
1. If I go into the export business am I 
going to give it a fair trial? 2. With 
what mental attitude should I approach 
foreign business? 3. What kind of or- 
ganization do I need? 4. Shall I do my 
own shipping or shall I engage a for- 
warder? 5. Which of my products shall 
I offer? 6. What countries shall I start 
in? 7. What about trade-marks? 8. Are 
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there any local regulations abroad with 
which I must comply? 9. Should I offer 
the same package abroad as I do here? 10. 
Shall I send my own representative or ap- 
point agents? 11. What is the advantage 
of having an agent? 12. Must I make a 
formal contract? 13. Shall I ship to 
everyone or make the agent the exclusive 
distributor? 14. Must I extend credit? 
15. What about advertising display ma- 
terial and samples? 16. Who is to control 
the preparation of copy? 17. What must 
I expect of my agent in the way of ser- 
vice? By Frederick Moeller. Printers’ 
Ink, February 14, 1929, p. 3:6. 


The French Empire of Trade 


Development of the French colonies 
means a_ greater market for our 
mining, road-building, agricultural and 
other types of machinery and equipment. 
A map showing the French colonies re- 
veals them as widely scattered territories, 
mandates and, protectorates which give 
French trade a decided advantage over 
our exporters in drives for the trade of 
several parts of the world. Now the 
world’s leading exporter of iron and steel, 
and possessing among the best of poten- 
tial rubber territories as well as potential 
sources of numerous minerals, the French 
empire is certain to be an increasingly im- 
portant source of raw materials for most 
industries. The lack of a permanent com- 
mercial treaty betwen France and the U. S., 
the French policy of using the tariff as a 
trade weapon, and the French policy of 
governmental control of raw materials are 
among the points that require attention 
from American business leaders. By Dr. 
Julius Klein. American Machinist, Jan. 31, 
1929, p. 199:4. 


What Is the Basis for Price Reduction? 


The trend toward reduction of price is 
a serious matter for the smaller companies 
who must compete with the larger com- 
panies. It is this trend which is behind 
the marked increase in mergers and con- 


solidations. The public has shown that it 
is willing to pay a higher price for more 
value, but at the same time it has also 
shown that it likes the standardizéd, mags. 
produced, low-priced article in some fields, 
These tendencies play into each others 
hands, as the public likes to buy necessities 
and comforts of the standardized kind jy 
order that it may indulge itself in tore 
individualistic luxuries and pleasures by 
means of the resulting surplus. The maty- 
facturer of either type of goods mus 
know what he is about. He must not fall 
between the two schools in a nondescript 
way. One fundamental factor in price te. 
duction is the credit expansion situatién 
and the other is that with Ford entering 
the market aggressively this year with 4 
low-priced car, the automobile business for 
1929 will turn on price competition, which 
in a measure sets the general business pace. 
By J. George Frederick. Advertising & 
Selling, Jan. 23, 1920, p. 17:3. 


Few Chains Showed Gain in Volume 
Per Store in 1928 


In a comparison of sales volume of 23 , 
chain store organizations, 10 showed a 
greater rate of total sales volume increase 
in 1928 than in 1927. Thirteen failed to 
maintain the same rate of increase in 1928 
as in 1927. The bulk of increase in busi- 
ness resulted from opening new ufiits 
throughout the year. Retail Ledger, Feb- 
ruary, 1920, p. II. 


How Far Should Retail Departmenti- 
zation Be Carried? 


The cases of three companies are given, 
with a commentary on each followed by 
discussion of departmentization to reduce 
sales resistance and to increase managerial 
efficiency. Six reasons for departmentiza- 
tion affecting all retail stores are: I. spe- 
cialization of appeal; 2. concentration of 
related goods in one locality in order to 
minimize the physical task of purchasing; 
3. elimination of conflicting appeals or 
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suggestions ; 4. merchandise control; 5. ex- 
pense control; 6. specialization of labor 
and localization of responsibility. Harvard 
Business Review, January, 1920, p. 229:11. 


Some Consequences of Commercial 
Bribery 

This annotated account of cases of com- 
mercial bribery includes among their eco- 
nomic effects: the tendency to exclude com- 
petition for the business of the concern 
whose employees are bribed; the tendency 
for the practice to spread through an in- 
dustry; the bad effect on prices and qual- 
ity; the possibility of dishonest salesmen’s 
splitting bribes with employees of their 
customers and the frequent waste resulting 
from this practice; the deliberate damag- 
ing or destroying materials in order to 
hasten payment of another rake-off. Other 
marketing practices which closely resem- 


ble commercial bribery are gifts and en- 
tertainment for customers and subsidizing 
dealer’s and retail salesmen, either by 
money or prizes. This method is unfair 
to the public because it compels the con- 
sumer to pay prices based not upon the 
productive and selling efficiency of the 
competing organizations, but upon the size 
of the subsidies offered. By W. H. S. 
Stevens. Harvard Business Review, Jan- 
uary, 1929, p. 156:13. 


Dress of Goods and Unfair Trading 


Among unfair trade practices one which 
recurs frequently is passing off the goods 
of one concern as those of another by 
means of imitative dress. Various cases 
are given with the decisions handed down 
by the courts. Harvard Business Review, 
January, 1929, p. 240:9. 


Sales Promotion: Letters, ‘Iouse Organs, Advertising 


Should Ban the “Blah” from Sales 
Conventions 

One of the rocks on which conventions 
sometimes crash is that of formality. The 
large gathering which is too informal and 
the small gathering which is too formal, 
are both ineffective. Another rock which 
detracts to a greater or lesser degree from 
the full success of a convention is over- 
organization. If every convention were 
edited the blah could be largely eliminated. 
There is after all no more reason why a 
convention should be set in motion without 
some responsible official being previously 
aware of its contents in full detail than 
there is for a newspaper going to press 
without its contents being edited by re- 
sponsible and experienced desk men. By 
Julius Mickle. Marketing, January 19, 
1929, p. 37:2. 


Analyzing Advertising Results I 

Some measurable factors in advertising 
are: The season when run, size of space, 
lasting quality, effect of frequency, inten- 
siveness of advertising, secular external 


factors. The Gordon-Van Tine Company, 
which depends mostly upon publication ad- 
vertising, analyzed the seasonal factor and 
produced an index of number of inquiries 
produced on ads according to month of in- 
sertion. Measurement of the other five 
factors will be described in a later article. 
By A. T. Falk. Harvard Business Review, 
January, 1929, p. 185:9, 


Million Patrons Gained for Ward 


The president of Montgomery Ward & 
Co. says the company did not lose any 
mail order volume in 1928 despite the strong 
shifting movement from mail order to re- 
tail-counter business. Mr. Everitt looks 
to 1929 with enthusiasm and expects an in- 
crease in the mail order division of the 
business. Retail Ledger, February, 1929, 
p. 8. 


Taking the Kinks Out of the Sales 
Convention 
The Barrett-Cravens salesmen are sup- 


plied with a convention program and 
credential book which is mailed to each 
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one of them two weeks before the con- 
vention. This book contains a program 
outline, instructions to the men, memo 
pages, expense account, and hotel and meal 
coupons. The latter provides an easy 
means of taking care of a task that is 


Salesmen: 


When Salesmen Fail We Put Them in 
the “Flying Squad” 

The People’s Gas Light & Coke Com- 
pany has developed an effective method of 
outside sales promotion in the formation 
of two flying squads, each consisting of 
ten salesmen and a captain, for one or two 
weeks’ intensive work in different localities. 
These squads not only stimulate the activi- 
ties of district sales managers and sales- 
men, but provide practical training and 
testing for new salesmen needed to fill va- 
cancies in the selling force of the sixteen 
stores. By W. R. Evans. Sales Manage- 
ment & Advertisers’ Weekly, February 9, 
1929, p. 321:3. 


Five Women Get $20,000 Hat Shop 


The owner of the Moulin Rouge Mil- 
linery Shop on Broadway, New York City, 
has recently turned his business over to 
five women who have been associated with 
him for several years. In addition to this 
he is paying a month’s rent in advance on 
the establishment for them. The business 
is said to be worth between $15,000 and 
$20,000. The New York Times, February 
2, 1929. 


To Teach Hat Selling 

A course in hat salesmanship for its 
selling agents throughout the country was 
announced recently by the Knox Hat Com- 
pany. The course, according to company 
officials, is based on a comprehensive sur- 
vey of hat-selling methods which disclosed 
some “surprising” weaknesses in methods 
of handling prospective customers. The 
survey was made by a staff of trained ob- 
servers who visited hatters and haber- 


usually very troublesome. On one page 
of the booklet is an outline of the items 
of expense allowable, including railroad 
fare, Pullman fare, meals on the train, and 
cab to the hotel. By E. J. Heimer. 
Printers’ Ink, February 7, 1929, p. 10:2. 


Selection, Training, Compensation 


dashers in a large number of towns and 
cities. In addition, information was ob- 
tained through questionnaires. 

The defects in selling methods are classi- 
fied and remedies outlined in the course. 
The scope of the latter comprises the fol- 
lowing: Helping the customer to buy; tell- 
ing the hat story; enhancing appreciation 
of value ; handling sales difficulties ; making 
the additional sale and bringing in more hat 
customers. Dunlap & Co. is also co- 
operating in offering the course. New York 
Times, February 17, 1929. 


300 Compensation Plans for Salesmen 
and How They Work 

The most obvious conclusion from a 
study of the reports received from about 
400 concerns is that the salary plan is 
practically regarded as obsolete and has 
been discarded as a wasteful and ineffective 
method. The second trend apparent from 
these reports is toward a bonus arrange- 
ment which will encourage well-balanced 
sales efforts and also reward the sales- 
men for special efforts. There is a strong 
tendency on the part of manufacturers to 
base remuneration on the amount of profit 
each salesman’s work returns to the com- 
pany. How various bonus plans work out 
in different companies is explained in de- 
tail. Sales Management and Advertisers 
Weekly, January 19, 1929. p. 125:3. 


Keep Up-to-Date on Selling Methods 

Some salesmen seem to retire before they 
have reached an age or physical condition 
that should make it necessary. But what is 
not so apparent, perhaps, is the fact that 
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they are not keeping up with changing 
conditions in selling. Methods in success- 
fyl salesmanship are changing and im- 
proving constantly, as this branch of busi- 
ness cannot stand still while all the others 
are forging ahead, without acting as a 
drag. The salesman who has reached mid- 
dle age needs to make a little survey of 


Buying, Receiving, Storing, Shipping 


The New Creative View of Purchasing 


It is no longer enough for the purchas- 
ing agent to buy the best that is offered, 
but he must conduct researches, set stand- 
ards, and force the manufacturers to pro- 
duce what is needed. The pace is forced 
by the buyer, not by the seller. The pur- 
chasing agent is actually keen to spend 
money; he is glad to receive salesmen, and 
listens to all new developments with inter- 
est. Scientific purchasing involves an 
awareness of the aims of the concern, a 
thorough knowledge of the company’s capi- 
talization, and the development of cordial 
relationship between the buyer and the sel- 
ler. A thorough knowledge of the source 
of supply of materials and products which 
are being purchased, is essential. The re- 
liable sources of supply must be known; 
how to locate merchandise or supplies 
readily; familiarity with price fluctuations 
and terms. The purchaser of any conse- 
quence must also study trends and fore- 
casts, and have definite ideas of the value 
of commodities stocked for long-time peri- 
ods. The legal and ethicai side of contracts 
is another important part of this job. By 
Justine Mansfield. The Office Economist, 
February, 1920, p. 3:2. 


Reciprocity Buying—the Ball-and-Chain 
of Distribution 

It is well known that a number of large 
manufacturing concerns furnish their pur- 
chasing departments at regular intervals 
with lists of the names of manufacturers 
and others who have bought their goods, 
with the amounts purchased, and with 


selling methods, and to watch those younger 
men who are particularly successful, and 
contrast their methods with his own. If 
more salesmen would keep physically fit 
they could more easily adopt new methods 
after they had passed the fifty-year mark. 
By Frank Farrington. Mill Supplies, Feb- 
ruary, 1929, p. 113:2. 


Positive instructions to confine purchasing 
to them as far as possible. The president 
of the Electric Hose and Rubber Com- 
pany says that every day their salesmen 
report that they cannot sell some manufac- 
turer because they do not use his products, 
or that a wholesaler will not carry their 
goods because he has a reciprocity agree- 
ment with some manufacturer from whom 
he must buy. In this sort of proposition 
there is no consideration of quality, price 
or terms, promptness of delivery, the sala- 
bility of products, or the merchandising 
assistance offered the wholesaler. It is one 
of the dangerous results of the blind de- 
sire for volume at any cost on the part of 
manufacturers and distributors. As told to 
James True by C. D. Garretson. Sales 
Management and Advertisers’ Weekly, Feb. 
16, 1929, p. 378:3. 


Department-Store Organization for 
Direct Importing 

Following a statement of problems, 
various types of organization for import- 
ing are discussed, such as the branch buying 
office, the foreign commissionnaire, co-oper- 
ative buying associations—their advantages 
and disadvantages, group buying, and the 
internal organization for importing. Har- 
vard Business Review, January, 1929, p. 
207 :15. 


Reducing Selling Costs Among Whole- 
sale Grocers 

The study furnishes evidence that the 

average order secured by wholesale groc- 

ers is smaller than a few years ago. This 











100 THE MANAGEMENT REVIEW 


tendency cannot be traced to any single 
factor and up to the present no single 
measure or remedial measure has been 
found to suffice. A number of possible 
measures are discussed in the survey. It 
is apparent that further experimentation is 
necessary before the problem of increased 
selling costs through small-order buying 
can be overcome. Policyholders’ Service 
Bureau. Metropolitan Life Insurance 
Company. 23 pages. 


At Last Somebody Is Saving Salesmen’s 
Time 

The arrival of each salesman is noted 
at the information desk of the Oakland 
Motor Car Company and the number of 
minutes he waits. A friendly rivalry ex- 
ists among the nine buyers to cut down the 
waiting average. In two months’ time the 
average wait was 3.16 minutes, with one 
or two hundred visitors daily. In the 
lobby of the company’s offices are two bul- 
letins. One of them says: “It is the duty 


of each buyer to see salesmen Promptly. It 
is also his duty to see that salesmen have 
the proper regard for other salesmen who 
may be waiting their turn.” The other 
reads: “Salesmen: We will try to see 
you promptly. Help us to help yoy, 
Salesmen interviewed in June, 2,526, Signed 
—Purchasing Department.” Industrial 
Sales Topics, February, 1929, p. 17:2. 


How the Purchasing Agent Can Help 
the Salesman 

In a certain New York firm, where 
about 600 salesmen call each day, there is 
operated an appointment system for visiting 
salesmen. Each salesman is given a num- 
bered card stating the time set for his 
call, and guaranteeing a prompt interview 
with the buyer. This enables the sales- 
man to plan his day’s work accordingly, 
Many of them make it a point to notify the 
buyers by mail of the probable time of 
their visit. Babson’s Reports, February 18, 
1929, p. 4. 


Publications of the League of Nations 
Available from The World Peace Foundation (Agent), 40 Mount Ver- 


non Street, Boston, Mass. 


The Artificial-Silk Industry. International 
Economic Conference, Geneva, May, 
1927. 51 pages. 50¢. 


Memorandum on the Iron and Steel In- 
dustry. International Economic Confer- 
ence, Geneva, May, 1927. 113 pages. $1.00. 


Natural Silk Industry. International 
Economic Conference, Geneva, May, 
1927. 34 pages. 30¢. 


Special Report on the Situation with 
Regard to Ratification of the Hours 
Convention. International Labour Con- 
ference, Geneva, 1922. 94 pages. 


Cartels and Trusts and Their Develop- 
ment. By M. Paul de Rousiers. Sub- 
mitted to Preparatory Committee for 
International Economic Conference. 
League of Nations, Geneva, 1927. 24 
pages. 30¢. 


Methods of Compiling Statistics of In- 
dustrial Disputes. International La- 
bour Office, Geneva, 1926. 51 pages. 
25¢. 

Report and Proceedings of the World 
Economic Conference. Vol. I. League 
of Nations, Geneva, May 4-23, 1927. 246 
pages. 

Report and Proceedings of the World 
Economic Conference. Vol. II. League 
of Nations, Geneva, May 4-23, 1927. 
250 pages. 

Principal Features and Problems of the 
World Economic Position from the 
Point of View of the Different Coun- 
tries—Austria, Finland, Great Bri- 
tain, Luxemburg, Netherlands, Swe- 
den. International Economic Confer- 
ence, Geneva, May, 1927. 38 pages. 30 
cents. 
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The Chemical Industry. International 
Economic Conference, Geneva, May, 


1927. 134 pages. $1.00. 

Electrical Industry. International Eco- 
nomic Conference, Geneva, May, 1927. 
121 pages. $1.00. 


Methods of Compiling Cost of Living 
Index Numbers. International Labour 
Office, Geneva, 1925. 64 pages. 30¢. 


Methods of Statistics of Collective 
Agreements. International Labour 
Office, Geneva, 1926. 36 pages. 20¢. 
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Laws of Management Applied to Manu- 
facturing. By L. P. Alford. Ronald 
Press, New York, 1928. 266 pages. 
$4.00. 

The term “law,” in our speech, has at 
least three distinct meanings—supernatural 
law, natural law, and municipal law. 
Priests and voodoo doctors claim to deal 
with the first—scientists and engineers are 
concerned with the second group—legisla- 
tors and judges are formulating and in- 
terpreting the last. It is fair to ask what 
type of laws Mr. Alford codifies in his re- 
cent book: “Laws of Management.” 

When we talk of “scientific” manage- 
ment, management “engineering,” etc., the 
power of words, in this connection, begins 
to exercise its suggestive force, and we feel 
inclined to expect that the laws of man- 
agement would be of the same group as 
those respected by scientists and engineers, 
i. e., natural laws. Such implication would 
be unwarranted and false to the meaning in 
which the author uses the term “law” in 
connection with the management as ap- 
plied to manufacturing. 

Under the natural law we understand 
the formulation of those relations among 
the events to which we have not as yet dis- 
covered the exception, and to which the ob- 
served phenomona conform pretty closely. 
Some fifty laws codified by the author in 
his book are not of that character. 

Under municipal law we understand not 
the accurate description of what is, but a 
prescription of what should be in human 
society. These laws become known, not 


from experiment and rigorous tests, but 
from legislation and its interpretations 
given by judges. In this respect, the laws 
of management, as codified by Mr. Al- 
ford, bear close resemblance to municipal 
or, perhaps, using another word, societal 
laws. 

We realize that these municipal or so- 
cietal laws are functions of many vari- 
ables, such as climate, character of the 
country, its flora and fauna, density of 
population, etc. In other words, its eco- 
nomic foundation. Upon this foundation 
we have a super-structure of mores, includ- 
ing religious belief, state of civilization, 
etc. All of which we are tempted to rep- 
resent in a symbolic form as L = f (vi vz 
Vs.- -Vn). 

These variable factors are constantly 
changing in our time-space universe, and 
it devolves upon the judges to give such 
interpretations of laws as would be con- 
sistent with these reshaping societal re- 
lations. And so we see the Blue Laws not 
enforced, the Volstead Act held in con- 
tempt by a great share of population, and 
the law of contract observed devoutly. 

It is apparently in this spirit that Mr. 
Alford has undertaken the task of pre- 
senting, first in his paper before A. S. M. 
E., in 1926, and now in an amplified form 
of the book under this review, what he 
terms “A group of fundamentals, as a 
code of operation for executives of manu- 
facturing concerns.” He goes even further ; 
for he, as any student of law would do, 
regards these laws not as statutory law, 
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nor even merely as legislation, but in the 
light of actual interpretation and applica- 
tion from the practice of courts. For, he 
presents what he terms “laws of manage- 
ment,” “with supporting statements from 
authoritative sources” and cites such “sup- 
porting evidence” as may be available in 
specific cases. 

From this point of view, this book may 
be compared with the historical review of 
authoritative decisions rendered in various 
cases on managerial trials, written accord- 
ing to the best traditions of learned law- 
yers. 

In this light, “Laws of Management” 
are but municipal laws aiming to regulate 
the relations within the industrial com- 
munity and between this community and 
the balance of the society, respecting the 
specific functions of manufacturing indus- 
try. 

Referring again to our symbolic presenta- 
tion of the character of law, as a function 
of many social variables, it is significant 
to note that Alford’s treatise is written in 
the spirit of evolution. “Both origin and 
development indicate,” says Mr. Alford, 
“that management laws are the result of 
evolution, both organic and societal.” In 
support of that he gives a number of ref- 
erences, tracing the managerial practices 
and their development way into the ages 
B. C. In this connection it is significant 
that the author quotes Doctor Lotka as 
stating that the law of evolution is the law 
of irreversible transformations. Thus he 
draws a definite line between the changes 
of true evolutionary nature, and those re- 
flecting but a fleeting fancy. A girl driving 
an auto instead of an ox-cart, and a girl 
cutting her hair in a boyish bob, exemplify 
the distinction mentioned. 

In this respect the author is prone to 
consider the evolution in industry within 
the last decade as a second industrial revo- 
lution, and on pages 5 to 7 he enumerates 
some significant relations which appear to 
be the reverse of the old traditional man- 
agerial concepts, or even paradoxical. To 
the economists of the old school, who pro- 


claimed that surplus value increases as the 
variable portion of capital increases; that 
is, the profits are greater, the larger the 
number of employees, the longer the work. 
ing hours, and the lower the wage rate; 
the experience of American industry, which 
proves the opposite to be true, may appear 
paradoxical indeed. There is no conflict, 
however, if one but looks an inch below the 
surface. Consider a workman erecting the 
Pyramid of Cheops, or Roman Aqueduct, 
They were called upon to deliver their mus- 
cular power, primarily. The organizing, 
the planning, the brain work, as it were, 
was done by high priests of Egypt and 
by the genius of the great Roman engi- 
neer, Frontinus. Consider the factory 
labor of the 18th Century, and even that in 
the latter part of the 19th Century, and 
compare it with industry to-day, manned 
by steel Robots—the automatic, high-speed, 
single purpose machinery, attended by high- 
ly skilled and specialized labor. The part 
of work that has been done by “factory 
hands” and in the sweat of their brow, is 
relegated now to dynamos and a variety 
of material-handling and __labor-saving 
equipment. In this respect the old politico- 
economic theories are still correct, for the 
surplus value stands to-day in the same 
relation to the modern equipment as it 
stood to the factory labor of yore which 
it replaced, i. e¢., the profits are greater 
the larger the number of Robots (complete 
equipment), the longer the hours of utiliza- 
tion (low machine idleness) and the lower 
the machine rate. 


In other words, what happened was that 
factory hands became machine brains and 
the relative emphasis shifted from Space- 
time toward Time-space. 


It is for this reason, chiefly, that the 
managerial task has shifted, as Mr. Alford 
points out, “from increase in the volume 
of product to increase in the amount of 
product produced in a unit of working 
time.” 

The simple, ancient law of management, 
which once was tersely formulated “Make 
the wretches work,” with changing folk- 
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lore and mores has reached the point when 
Mr. Alford presents them as “Laws of 
Management” in ten chapters out of thir- 
teen comprising the book, under following 
headings: Laws of Manufacturing; of 
Management; of Leadership; of Executive 
Work; of Specialization and Standardiza- 
tion; of Production Management; of 
Material Management; of Individual Pro- 
ductivity; of Wage Payment; of Safety 
and Maintenance; of Economy. 

Nevertheless, among the “laws” of the 
common-acceptance group—such as “An- 
ticipating repairs . . . prevents interruptions 
..”, or “Large scale production tends to 
increase operating efficiency and competi- 
tive power,” there are here and there sand. 
wiched true laws of nature—such as for 
instance the paraphrase of Prof. Pavlov’s 
theory of conditional reflexes popularized 
thus: “As the newly acquired nerve path 
is strengthened, the new response tends to 
proceed more rapidly.” (p. 165.) On the 
other hand, such potent and generally ac- 
cepted maxims of management as the few 
following, were not deemed worthy of in- 
clusion with some fifty laws mentioned: 

“The indirect expense chargeable to the 
output of a factory bears the same ratio to 
the indirect expense necessary to run the 
factory at normal capacity as the output 
in question bears to the normal output 
of the factory.” 

“Making work fascinating is the first 
step toward reduction of waste.” 

“We have no right, morally, to decide 
as a matter of opinion what can be deter- 
mined as a matter of fact.” 


It will not be fair to the reader nor to 
the author of the book, to attempt to give 
here an account of these related laws and 
practices. But one should clearly bear in 
mind, in reading them, that whether they 
are true, false, or meaningless, they consti- 
tute the principles, and, using Dr. Keyser’s 
forceful expression, “Once the principles, 
or postulates, are chosen, the die is cast—all 
else follows with a necessity, a compulsion, 
an inevitability that are absolute—we are 
at once subject to a destiny of consequences 
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which no man nor any hero nor Zeus nor 
Yahweh nor any god can halt, annual or 
circumvent.” 

And it is for that reason that we invite 
the careful reading and meditation over 
these laws, in order to detect which of 
them are civilization-building, which of 
them are civilization-destroying, and which 
of them are civilization-retarding. 

Wa ter N. Porakov, 


Walter N. Polakov & Company, Inc. 





The Interpretation of Accounts. By 
Thomas A. Budd and Edward N. 
Wright. Prentice-Hall, New York, 1927. 
416 pages. $5.00. 


The average man who desires to acquire 
a general and intelligent working knowl- 
edge of the meaning of financial statements 
without digging through what to most lay 
minds is a hopeless maze of debits, credits 
and statistics may read this book with much 
profit. The authors have attempted—and 
successfully—to lead the reader through 
what might be termed the evolution of a 
balance sheet and an income statement in 
natural sequences, starting with the phi- 
losophy of accounts, and the tools to be 
used. 


From the individual proprietorship and 
the partnership with their organizations 
and characteristics is evolved the corporate 
organization with its sources of revenues 
and more familiar items of expense. In- 
teresting discussions are included, with ap- 
propriate examples, of depreciation and its 
better known methods of computation, ap- 
preciation and its effects, and the compiling 
of income statements and balance sheets. 
Considerable space is devoted to consoli- 
dated statements, and holding company set- 
ups, with a concluding chapter on the 
analysis of statements and financial rela- 
tionships. 

At the end of each chapter are questions 
and problems arranged to bring out the 
salient points covered in the text. The 
purpose of these questions is of course 
obvious, but the effect on the reader is 
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perhaps more to recall school days than 
to stimulate interest, unless, of course, the 
reader is really giving himself a home 
course in interpreting accounts, in which 
case, the arrangement is very valuable. 

It is unfortunate that more space has not 
been accorded that phase dealing with the 
analysis of statements, but after all, there 
is a great deal of just that to be gleaned 
in reading the rest of the book, which is 
lucidly written and is really interesting. 
The volume should have a place on the 
shelf of those interested in the “Interpre- 
tation of Accounts” but who have neither 
the time nor the inclination to make a 
thorough study of the subject. 


Norman F. Patton, 
Hambleton & Co., Inc. 





Economics of Consumption. By War- 
ren C. Waite. McGraw-Hill Book Co., 
New York, 1928. 263 pages. $3.00. 


When any one attempts to include in one 
book as many phases of the economics of 
consumption as are included in Dr. Waite’s 
book, the treatment must necessarily be 
sketchy and general. The main purpose 
of this book seems to be to present, “as 
a related whole,” discussion on various 
phases of the subject of consumption. 

As such, Dr. Waite’s book provides a 
perspective on the subject of consumption 
and supports this perspective with suffi- 
cient general discussion to provide the ele- 
mentary reader with a first acquaintance 
with the field. 

Because the book is so inclusive one 
could not expect it to be thorough. In 
some instance, however, the discussion 
borders on inaccuracy. For example, those 
who have traced the recent behavior of 
monopolistic prices may object to Dr. 
Waite’s discussion when he writes, “The 
price charged by the monopoly is generally 
higher than the price would have been if 
competitive conditions had existed in the 
industry.” 

In several places the discussion is per- 
haps a little too dramatic to be sound. For 
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example, Dr. Waite writes, “The business 
machine, for example, leaves a constant 
stream of human wrecks by the wayside for 
whom no one seems responsible.” 

The definitions, in the main, are abstract, 
elaborate, and not always easily under. 
stood. For example, “The income concept 
may be pushed even further, and income 
may be thought of as a flow of satisfac. 
tion received during a stated period of 
time,” and economics is defined as, “the 
science which deals with the administra. 
tion of resources in the satisfaction of 
human wants, in so far as this administra. 
tion involves considerations of price or 
cost.” 

In the discussion of some subjects, how- 
ever several points of view are introduced 
which tend to excite a thoughtful pursuit 
of these subjects. 

In conclusion, Dr. Waite’s book might be 
considered as a general and elementary dis- 
cussion of some of the more important sub- 
jects related to the study of consumption; 
a book primarily for the use of under- 
graduate students. 

Wii1am J. REILLy, 
In Charge of Market Studies, 
The University of Texas, 





Labor Relations. By Herbert Feis, 
Adelphi Company, New York, 1928, 
170 pages. 


Professor Feis has supplied an interest- 
ing and comprehensive description of the 
personnel policies of Procter and Gamble, 
as well as of the way in which they work 
out in practice. His book thus supplies 
a much needed intensive description of how 
the liberal outlook toward industrial re- 
lations is being developed in one organiza- 
tion. The real need is for a library of 
books of just this sort, from which the 
student and business man could get af 
adequate impression of the newer develop- 
ments in personnel policy and its execution. 

Professor Feis succeeds admirably in 
stating the facts in a dispassionate way, 
and clearly distinguishes between them and 
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hig own opinions. The fact that he does 
not try to make a final assessment of the 
value of all the varied activities strengthens 
rather than weakens his case. It is a dis- 
cerning, incisive and liberal critique of the 
labor policies of one of the forward-look- 
ing companies of our country. 
Orpway TEAD, 

Lecturer in Personnel. Administration, 

Columbia University. 





Measures of Business Conditions in 
Michigan. By O. W. Blackett. Uni- 
versity of Michigan, Ann Arbor, Mich., 
1928. 44 pages. 50 cents. 

The purpose of this bulletin is to make 
available to Michigan business men and 
others interested an index of business con- 
ditions in the state; it serves also to ex- 
press a number of observations regarding 
the nature and importance of regional 
variations in business. A large number 
of national and a somewhat smaller num- 
ber of regional indexes are published, but 
there are none generally available which 
describe conditions in this particular in- 
dustrial area. It was felt that the local 
interests of Michigan are sufficiently dis- 
tinct from those of the rest of the Middle 
West to justify the presentation of figures 
which summarize certain aspects of its 
recent business history. No forecast of 
business prospects is found in this bul- 
letin. The tables in the appendix, how- 
ever, contain materials, here published for 
the first time, which should be of aid to 
business men in appraising the current 
business situation in Michigan and in 
making independent forecasts. 

Some of the general conclusions which 
result from this study are as follows: 

The best indexes of Michigan business 
conditions now available are industrial 
power consumption and bank debits. In- 
dustrial power consumption measures 
manufacturing activity, and bank debits 
measure general business activity, both in- 
dustrial and commercial. 

Figures for industrial power consump- 


tion and bank debits should not be com- 
bined into a single composite index. To 
combine them would be to secure impor- 
tant facts, because these series do not 
measure identical types of business activity. 
Therefore, power consumption and bank 
debits are considered separately in this re- 
port. 

When allowance is made for the differ- 
ence in rate of growth of power consump- 
tion and bank debits, their cyclical fluctua- 
tions are very similar. 





Classification and Compensation Plans: 
Their Development, Adoption, and 
Administration. Published by the Civil 
Service Assembly of the United States 
and Canada and the Bureau of Public 
Personnel Administration, Mills Build- 
ing, Washington, D. C., 1928. 24 pages. 
$2.00. 


The basic principles and certain essential 
procedural items underlying the develop- 
ment, adoption, and administration of 
classification and compensation plans are 
outlined in this pamphlet together with a 
more detailed explanatory section giving 
1. The Classification Plan and its Develop- 
ment, 2. The Compensation Plan and its 
Development, 3. The Adoption and Ad- 
ministration of the Classification and Com- 
pensation Plans. 

Those who are interested in installing or 
administering a scientifically devised salary 
plan will find this concise document exceed- 
ingly helpful. 





Stabilization of Prices. By Joseph Stagg 
Lawrence. Macmillan, New York, 1928. 
484 pages. $5.00. 


After an introductory survey of the 
problem, the author analyzes in turn the 
various stabilization plans—the dollar of 
Professor Fisher, the Goldsborough Bill, 
the Strong Amendment, and the Keynes, 
Hawtrey, Snyder, Genoa, Lehfeldt, Knapp, 
Lewis, and Ford plans. He shows how the 
advocacy of the authors of these plans 
have blinded them to the real truth—the 








106 


stability of gold as a standard. Many of 
the adverse examples of these advocates, 
he points out, have been taken from periods 
when the countries have been temporarily 
off the gold standard. In summary, Mr. 
Lawrence advises three things: The reten- 
tion of the gold standard, since centuries 
of experience have shown that it possesses 
greater stability than any other unit of 
payment; the encouragement of peace, in- 
asmuch as war has been the most prolific 
cause in disturbing the value of the ex- 
change standard; and every possible en- 
couragement, also, to those in charge of 
administration, since the maintenance of 
stability is partly a problem of intelligent 
administration. In connection with the 
third recommendation, he would advise that 
the Federal Reserve system and th: men 
who guide it be given an opportunity, with- 
out constant threat of investigation and 
with freedom from tampering, to develop 
an intelligent and effective procedure and a 
tradition of leadership comparable at least 
to that which the Bank of England enjoys. 





Suggestions for the Practice of Com- 
mercial Arbitration in the United 
States. Prepared by the American Ar- 
bitration Association. Oxford University 
Press, New York, 1928. 247 pages. 


“Modern business transactions and con- 
ditions necessitate the expert and speedy 
determination of disputes by methods which 
will preserve good-will and friendly rela- 
tions and which will maintain the value of 
the commodity over which the dispute has 
arisen.” Commercial arbitration is fast 
becoming a useful tool in the hand of the 
modern business man and this book has 
been the outgrowth of the demands on the 
American Arbitration Association for a 
more comprehensive treatment of their 
leaflet “Suggestions for the Guidance of 
Arbitrators.” 

About half of the book is given to an 
explanation of the constituent parts of the 
commercial arbitration procedure under the 
following chapter headings: Arbitration in 
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General, The Arbitration Agreement, The 
Submission, The Arbitration Clause, The 
Arbitrator, Proceedings before Arbitra- 
tors, The Award, Compensation and Costs, 
Remedy when Validity or Making of Cop. 
tract is in Issue, Remedy in Case of De. 
fault or Lapse in Proceedings, Enforce. 
ment of an Award. 

The remainder of the book contains a 
summary of pertinent laws, acts and rules 
applicable to arbitration. A table of the 
more important arbitration cases is also 
included. 





Practice in Vocational Guidance. Edited 
by Frederick J. Allen. McGraw-Hill, 
New York, 1927. 306 pages. $2.50, 


A collection of papers assembled by the 
late Frederick J. Allen relating to recent 
developments in vocational guidance and 
covering such subjects as “Organizing for 
Vocational Guidance,” “Classes in Occupa- 
tional Information,” “Research in Occupa- 
tional Information,” “Tests and Measure- 
ments in Vocational and Educational 
Guidance,” and “Placement and Follow- 
up.” Mr. Allen had made this collection 
before his death as an alternative to a 
formal history and as a reflection of his 
ideas on vocational guidance. Most of the 
papers have come from The Vocational 
Guidance Magazine which he inspired and 
directed. To all those interested in the 
progress of vocational guidance a group 
of papers so comprehensive in scope will 
prove of unusual interest. 





Managerial Profit Sharing. By C. Canby 
Balderston. John Wiley & Sons, Inc, 
N. Y., 1928. 127 pages. $2.50. 


In his study of management profit shar- 
ing Mr. Balderston accepts as a funda- 
mental principle that the incentive should 
be proportionate to the effort or risk i- 
volved. On this basis profits become a 
valuable basis for incentive to those who 
assume the responsibility and risks of 
management. Mr. Balderston turns his at- 
tention, therefore, to the sharing of profits 
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with those heads of organizations who 
actually influence the size of the profits. 

Proceeding from this point he waives 
aside profit sharing for the rank and file, 
remarking that its literature is abundant, 
and proceeds at once to his « ‘olarly 
analysis of profit sharing for executives and 
sub-executives. The survey was carried 
out carefully and with a high degree of 
academic honesty. His findings are re- 
assuring for many who have wondered if 
the principal incentives of the competitive 
system are being lost with the passing of 
owner-management in industry. The ap- 
plication of profit sharing in the managerial 
ranks, he believes, restores to management 
many of the incentives of private owner- 
ship. The testimony which Mr. Balderston 
has collected is convincing evidence of the 
power of this form of incentive and the 
success of its use. 

Contrary to experience with profit sharing 
with the rank and file, in which relatively 
few cases have been found to survive one 
complete business cycle, out of thirty-two 
plans in operation for varying lengths of 
time, from five to twenty years, only eight 
had been revised and only one discontinued. 

The quoted testimony from executives 
who have had experience with the sharing 
of profits is particularly convincing. He 
gives evidence of having seen and discussed 
profit sharing with a large proportion of 
the executives of prominence in the United 
States. His quotations are well selected 
and come from a wide list of executives all 
bearing testimony to the values of executive 
profit sharing. 

A valuable table analyzing the structure 
of thirty-five typical managerial profit 
sharing plans is included. This brings to 
light an endless variety in the methods of 
application. Unlike the more common 
schemes of management there is a refresh- 
ing lack of copying one from another. 
Each is devised to fit the peculiar needs of 
the company and of its executive personnel. 
Moreover, most of the companies which use 
executive profit sharing schemes do not 
hesitate to vary the plans as their personnel 


changes so that the plans will fit the in- 
dividual characteristics of the participants. 

One of the reasons why this study is 
particularly timely and useful is because so 
little is known of executive profit sharing 
schemes. For obvious reasons they are, 
for the most part, confidential. Further- 
more, there are people who object to shar- 
ing profits with the higher officials on 
the basis that that is favoring those whose 
need is least. Such a feeling of course is 
based on a quite different concept of the 
purpose and efficacy of financial incentives. 
Fearing criticism, however, from such peo- 
ple has driven many concerns to keep con- 
fidential their contractual relations with 
their executives. The fact that managerial 
profit sharing is an effective tool and tends 
to stimulate profits, therefore, apparently 
needs to be brought to the attention of 
people in general, and industry is indebted 
to Mr. Balderston for doing this task so 
effectively. 

Especially interesting are his descriptions 
in detail of the plans of the Dennison 
Manufacturing Company in Framingham, 
Massachusetts, of Leeds and Northrup 
Company, Inc., in Philadelphia, and of 
Maison Leclaire in Paris. The experiences 
of the Walworth Company, the E. I. du 
Pont de Nemours and Company, and the 
General Motors Corporation are also valu- 
able and full of suggestive variations which 
will be of help to corporations planning 
executive profit sharing schemes for them- 
selves. The book will stand as a reference 
book and guide which should be extremely 
helpful in extending a better understanding 
of how profit sharing can be most effect- 
ively employed. 

Mr. Balderston sums up his findings in 
his chapter of conclusions with an effective 
epigram, “The beneficial effect of this 
form of compensation on the quality of 
management results from three forces: the 
direct influence of the money reward, the 
‘reverberative effect’ of the criticism or 
approval of other profit sharers, and the 
lubricating effect of the profit sharing ar- 
rangement.” The lubricating effect to 
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which he refers is the reduction of friction 
within the executive ranks of the organi- 
zation and the placing of emphasis on co- 
operative effort rather than on the petty 
desires of individual self-interest. 
Gorton JAMEs, Chief, 
Domestic Commerce Division, 
Department of Commerce. 





Statistical Laws of Demand and Sup- 
ply With Special Application to 
Sugar. By Henry Schultz. Univer- 
sity of Chicago Press. Chicago, 1928. 
228 pages. $3.00. 

Forecasting is the essential framework of 
business planning, and few things are so 
important to forecast as commodity prices. 
The business man who is faced with the 
problem of forecasting prices may naturally 
turn for help to the economists, having 
heard of their law of supply and demand. 
He will find in their writings considerable 
discussion of certain kinds of price rela- 
tionships, but if he is critical, he will be 
disappointed to find that only a few of them 
seem to be concerned with the problem of 
how much any specified change in supply 
(or demand) will affect the price. The 
classical theory, moreover, assumes a state 
of final equilibrium in which all producers, 
traders and workers of equal ability are 
equally rewarded and no commodity or in- 
dustry presents exceptional opportunities 
for capital. As a result of these peculiari- 
ties of economic theory, the business man 
who has to decide whether or not to buy his 
cotton today or wait a month, usually 
ignores economics as of only theoretical 
interest. 

Realizing this situation, Professor H. L. 
Moore and his followers have determined 
definite formulas stating how much on the 
average the price of cotton, let us say, is 
likely to change if the supply is greater to 
a specified extent than it was in the pre- 
vious year. Their conclusions, moreover, 
are based not on a theoretical condition of 
equilibrium, but on an analysis of what has 
actually happened in the past. Professor 
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Schultz, a follower of Professor Moore's, 
has examined in this book some of the 
difficulties which arise in deriving formulas 
for the change in price which results from 
a change in supply or demand, and then, by 
way of illustration, has derived formulas 
for the commodity sugar. An interesting 
conclusion is that the demand for sugar js 
quite inelastic. In the light of these form. 
ulas and as an illustration of their use, he 
also includes a discussion of the effect of 
the tariff on sugar on the price to the 
consumer. 

The reader who is not afraid of rigorous 
thinking and mathematical symbols, will 
find Mr. Schultz’s theoretical discussions 
stimulating and enlightening. Two limita- 
tions, however, deter the reviewer from 
urging the ordinary business man to make 
the considerable effort required to master 
the book. In the first place, the method 
and the thinking apply only to agricultural 
commodities, the supply of which is created 
in annual increments, and no attention js 
paid to price fluctuations within the year. 
The business man who buys coal, metals, 
or manufactured commodities every month 
does not find any direct light on his prob- 
lems. In the second place, Professor 
Schultz’s methods are still subject to pro- 
fessional criticism. In the opinion of the 
reviewer, some of his equations are more 
complicated than will be used for the same 
purposes when the science of supply and 
demand curves is further developed. In 
much of the book, Professor Schultz is 
arguing with his brother economists, not 
expounding accepted doctrines. 

The book is unquestionably a valuable 
contribution to that part of economic theory 
which looks toward practical applications 
and is suitable for critical study by the 
specialist in business economics or applied 
mathematics rather than for reading out of 
hours by the salesman or purchasing agent 
without special statistical training. 


R. W. Burcess, Chief Statistician, 
Western Electric Company, Inc, 





